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Introduction

The federal income tax is a pay-as-you-go tax.
You must pay the tax as you earn or receive
income during the year. There are two ways to
pay as you go.

e Withholding. If you are an employee,
your employer probably withholds income
tax from your pay. In addition, tax may be
withheld from certain other income, such
as pensions, bonuses, commissions, and
gambling winnings. The amount withheld
is paid to the Internal Revenue Service
(IRS) in your name.
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e Estimated tax. If you do not pay your tax
through withholding, or do not pay enough
tax that way, you might have to pay esti-
mated tax. People who are in business for
themselves generally will have to pay their
tax this way. You may have to pay esti-
mated tax if you receive income such as
dividends, interest, capital gains, rents,
and royalties. Estimated tax is used to pay
not only income tax, but self-employment
tax and alternative minimum tax as well.

This publication explains both of these methods.
It also explains how to take credit on your return
for the tax that was withheld and for your esti-
mated tax payments.

If you did not pay enough tax during the year,
either through withholding or by making esti-
mated tax payments, you may have to pay a
penalty. Generally, the IRS can figure this pen-
alty for you. This underpayment penalty, and the
exceptions to it, are discussed in chapter 4.

Nonresident aliens. If you are a nonresi-
dent alien, see chapter 8 in Publication 519, U.S.
Tax Guide for Aliens, for a discussion of Form
1040-ES (NR) and withholding.

What’s new for 2009 and 2010. See What's
New for 2010 that begins on this page, and
What’s New in chapters 3 and 4 for 2009
changes.

Comments and suggestions. We welcome
your comments about this publication and your
suggestions for future editions.

You can write to us at the following address:

Internal Revenue Service

Individual Forms and Publications Branch
SE:W:CAR:MP:T:|

1111 Constitution Ave. NW, IR-6526
Washington, DC 20224

We respond to many letters by telephone.
Therefore, it would be helpful if you would in-
clude your daytime phone number, including the
area code, in your correspondence.

You can email us at *taxforms @irs.gov. (The
asterisk must be included in the address.)
Please put “Publications Comment” on the sub-
ject line. Although we cannot respond individu-
ally to each email, we do appreciate your
feedback and will consider your comments as
we revise our tax products.

Ordering forms and publications. Visit
www.irs.gov/formspubs to download forms and
publications, call 1-800-829-3676, or write to the
address below and receive a response within 10
days after your request is received.

Internal Revenue Service
1201 N. Mitsubishi Motorway
Bloomington, IL 61705-6613

Tax questions. If you have a tax question,
check the information available on www.irs.gov
or call 1-800-829-1040. We cannot answer tax
questions sent to either of the above addresses.
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What’s New for 2010

Use your 2009 tax return as a guide in figuring
your 2010 estimated tax, but be sure to consider
the following. Only some of the amounts in the
following paragraphs have changed from 2009,
but some unchanged amounts are provided
here for your convenience.

Limit on deductible farming losses. Begin-
ning in 2010, the farming loss of a taxpayer
(other than a C corporation) who receives cer-
tain government subsidies will be limited to the
greater of $300,000 ($150,000 if married filing
separately) or the taxpayer’s total net farm in-
come for the prior 5 tax years. Farming losses
caused by casualty, disease, or drought are
disregarded in calculating the limitation. Disal-
lowed amounts can be carried forward indefi-
nitely.

Roth IRAs. Half of any income that results
from a rollover or conversion to a Roth IRA from
another retirement plan in 2010 is included in
income in 2011, and the other half in 2012,
unless you elect to include all of it in 2010. In
addition, for any tax year beginning after 2009,
you can make a qualified rollover contribution to
a Roth IRA regardless of the amount of your
modified adjusted gross income (AGl).

IRA deduction expanded. You may be able
to take an IRA deduction if you were covered by
a retirement plan and your 2010 modified AGl is
less than $66,000 ($109,000 if married filing
jointly or qualifying widow(er)). If your spouse
was covered by a retirement plan, but you were
not, you may be able to take an IRA deduction if
your 2010 modified AGl is less than $177,000.

Domestic production activities income de-
duction. The deduction rate for 2010 in-
creases to 9%. However, the deduction is
reduced if you have oil-related qualified produc-
tion activities income.

Personal casualty and theft loss limit re-
duced. Each personal casualty or theft loss is
limited to the excess of the loss over $100 (in-
stead of $500).

Standard mileage rates. The rate for busi-
ness use of your vehicle is reduced to 50 cents a
mile. The rate for use of your vehicle to get
medical care or move is reduced to 16"z cents a
mile. The rate of 14 cents a mile for charitable
use is unchanged.

Personal exemption and itemized deduction
phaseouts. For 2010, taxpayers with AGI
above a certain amount will not lose part of their
deduction for personal exemptions and itemized
deductions. Under current law, these phaseouts
will resume in 2011.

Alternative minimum tax (AMT) exemption
amount decreased. The AMT exemption
amount is decreased to $33,750 ($45,000 if
married filing jointly or a qualifying widow(er);
$22,500 if married filing separately).

Certain credits not allowed against the AMT.
The credit for child and dependent care ex-
penses, credit for the elderly or the disabled,
lifetime learning credit, nonbusiness energy
property credit, mortgage interest credit, and the
District of Columbia first-time homebuyer credit

are not allowed against the AMT and a new tax
liability limit applies. For most people, this limit is
your regular tax minus any tentative minimum
tax.

Qualified fuel cell motor vehicle credit re-
duced. For qualified vehicles with a gross ve-
hicle weight rating of 8,500 pounds or less that
are placed in service after 2009, the credit al-
lowed for the purchase is reduced by 50%. For
more information, see the instructions for Form
8910.

Earned income credit (EIC).
able to take the EIC if:

e Three or more children lived with you and
you earned less than $43,352 ($48,362 if
married filing jointly),

You may be

e Two children lived with you and you
earned less than $40,363 ($45,373 if mar-
ried filing jointly),

® One child lived with you and you earned
less than $35,535 ($40,545 if married filing
jointly), or

e A child did not live with you and you
earned less than $13,460 ($18,470 if mar-
ried filing jointly).

The maximum AGI you can have and still get
the credit also has increased. You may be able
to take the credit if your AGI is less than the
amount in the above list that applies to you. The
maximum investment income you can have and
still get the credit is still $3,100.

First-time homebuyer credit. This credit has
been extended for purchases of a main home in
the United States after 2008 and before May 1,
2010 (before July 1, 2010, if you entered into a
written binding contract before May 1, 2010).
The credit is generally 10% of the purchase
price of the home but is limited to $8,000 ($4,000
if married filing separately).

Also, the credit has been modified to allow a
smaller credit (limited to $6,500, $3,250 if mar-
ried filing separately) if you (and your spouse if
married) owned and used the same main home
for any period of 5 consecutive years during the
8-year period ending on the date you bought
your new main home in the United States. For
this credit, the replacement home must be pur-
chased after November 6, 2009, and before May
1, 2010 (before July 1, 2010, if you entered into
a written binding contract before May 1, 2010).

You can choose to claim the credit on your
2009 return for a home you bought in 2010 that
qualifies for the credit.

See Form 5405 (Rev. December 2009) for
more information, including special rules for cer-
tain members of the uniformed services, mem-
bers of the U.S. Foreign Service, and
employees of the intelligence community on offi-
cial extended duty service.

Reminder

Recapture of first-time homebuyer credit. If
you claimed the first-time homebuyer credit for a
home you bought in 2008, you generally must
begin repaying it in 2010.

Charitable contribution for Haiti earthquake.
You were allowed to deduct on your 2009 tax
return certain cash contributions made for the
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relief of Haiti earthquake victims. The contribu-
tions must have been made after January 11,
2010 and before March 1, 2010. If you took a
deduction for these contributions on your 2009
return, do not claim the same deduction when
estimating your 2010 taxable income for with-
holding or estimated tax purposes.

Expiring Tax Benefits

The following benefits are scheduled to expire
and will not be available for 2010.

print, Congress was considering legis-
(L)  /ation that would extend some of these

benefits. To find out if legislation was enacted,
and for details, go to www.irs.gov.

At the time these instructions went to

e Waiver of minimum required distribution
(MRD) rules for IRAs and defined contri-
bution plans. However, the waiver for
2009 MRDs applies through April 1, 2010.

e The exclusion from income of up to $2,400
in unemployment compensation.

o Tax-free distributions from certain individ-
ual retirement plans for charitable pur-
poses.

e Deduction for educator expenses in figur-
ing AGI.

e Tuition and fees deduction in figuring AGI.

e Extra $3,000 IRA deduction for employees
of bankrupt companies.

e Increased standard deduction for real es-
tate taxes or net disaster loss.

e |temized deduction or increased standard
deduction for state or local sales or excise
taxes on the purchase of a new motor
vehicle.

e |temized deduction for state and local gen-
eral sales taxes.

e District of Columbia first-time homebuyer
credit (for homes purchased after 2009).

e Credit to holders of clean renewable en-
ergy bonds issued after 2009.

e Alternative motor vehicle credit for all qual-
ified hybrid motor vehicles placed in serv-
ice after December 31, 2009, except for
passenger automobiles and light trucks
with a gross vehicle weight rating of 8,500
pounds or less.

o Government retiree credit.

® Decreased estimated tax payments for
certain small businesses.

e Certain tax benefits for Midwestern disas-
ter areas, including the following.

» Additional exemption amount if you
provided housing for a person dis-
placed by the Midwestern storms, tor-
nadoes, or flooding.

e Increased Hope and lifetime learning
credits.

o Special rules for distributions from eli-
gible retirement plans.

o Exclusion from income for certain dis-
charges of nonbusiness debts.

o Credit to holders of Midwestern tax
credit bonds for bonds issued after
2009.

Reminders

Social security (FICA) tax. Generally, each
employer for whom you work during the tax year
must withhold social security tax up to the an-
nual limit. The annual limit is $106,800 in 2010.

Photographs of missing children. The Inter-
nal Revenue Service is a proud partner with the
National Center for Missing and Exploited Chil-
dren. Photographs of missing children selected
by the Center may appear in this publication on
pages that otherwise would be blank. You can
help bring these children home by looking at the
photographs and calling 1-800-THE-LOST
(1-800-843-5678) if you recognize a child.

1.

Tax Withholding
for 2010

Introduction

This chapter discusses income tax withholding
on:

e Salaries and wages,

® Tips,

e Taxable fringe benefits,

e Sick pay,

® Pensions and annuities,

e Gambling winnings,

e Unemployment compensation, and
e Certain federal payments.

This chapter explains in detail the rules for with-
holding tax from each of these types of income.
The discussion of salaries and wages includes
an explanation of how to complete Form W-4.

This chapter also covers backup withholding
on interest, dividends, and other payments.
Useful ltems
You may want to see:

Publication
1 919 How Do | Adjust My Tax
Withholding?

Form (and Instructions)

d W-4 Employee’s Withholding Allowance
Certificate

Chapter 1

J W-4P Withholding Certificate for Pension
or Annuity Payments

1 W-4S Request for Federal Income Tax
Withholding From Sick Pay

1 W-4V Voluntary Withholding Request

See chapter 5 of this publication for informa-
tion about getting these publications and forms.

Salaries and Wages

Income tax is withheld from the pay of most
employees. Your pay includes your regular pay,
bonuses, commissions, and vacation al-
lowances. It also includes reimbursements and
other expense allowances paid under a nonac-
countable plan. See Supplemental Wages on
page 13, for definitions of accountable and
nonaccountable plans.

If your income is low enough that you will not
have to pay income tax for the year, you may be
exempt from withholding. This is explained
under Exemption From Withholding beginning
on page 11.

You can ask your employer to withhold in-
come tax from noncash wages and other wages
not subject to withholding. If your employer does
not agree to withhold tax, or if not enough is
withheld, you may have to pay estimated tax, as
discussed in chapter 2.

Military retirees. Military retirement pay is
treated in the same manner as regular pay for
income tax withholding purposes, even though it
is treated as a pension or annuity for other tax
purposes.

Household workers. If you are a household
worker, you can ask your employer to withhold
income tax from your pay. A household worker is
an employee who performs household work in a
private home, local college club, or local frater-
nity or sorority chapter.

Tax is withheld only if you want it withheld
and your employer agrees to withhold it. If you
do not have enough income tax withheld, you
may have to pay estimated tax, as discussed in
chapter 2.

Farmworkers. Generally, income tax is with-
held from your cash wages for work on a farm
unless your employer both:

e Pays you cash wages of less than $150
during the year, and

® Has expenditures for agricultural labor to-
taling less than $2,500 during the year.

Differential wage payments. When employ-
ees are on leave from employment for military
duty, some employers make up the difference
between the military pay and civilian pay. Pay-
ments made after December 31, 2009, to an
employee who is on active duty for a period of
more than 30 days, will be subject to income tax
withholding, but not subject to social security or
Medicare taxes. The wages and withholding will
be reported on Form W-2, Wage and Tax State-
ment.

Tax Withholding for 2010 Page 3
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Determining Amount of Tax
Withheld Using Form W-4

The amount of income tax your employer with-
holds from your regular pay depends on two
things.

® The amount you earn in each payroll pe-
riod.

e The information you give your employer
on Form W-4.

Form W-4 includes four types of information
that your employer will use to figure your with-
holding.

e Whether to withhold at the single rate or at
the lower married rate.

® How many withholding allowances you
claim (each allowance reduces the
amount withheld).

e Whether you want an additional amount
withheld.

e Whether you are claiming an exemption
from withholding in 2010. See Exemption
From Withholding on page 11.

Note. You must specify a filing status and a
number of withholding allowances on Form W-4.
You cannot specify only a dollar amount of with-
holding.

New Job

When you start a new job, you must fill out a
Form W-4 and give it to your employer. Your
employer should have copies of the form. If you
need to change the information later, you must
fill out a new form.

If you work only part of the year (for example,
you start working after the beginning of the
year), too much tax may be withheld. You may
be able to avoid overwithholding if your em-
ployer agrees to use the part-year method. See
Part-Year Method on page 8 for more informa-
tion.

Employee also receiving pension income.
If you receive pension or annuity income and
begin a new job, you will need to file Form W-4
with your new employer. However, you can
choose to split your withholding allowances be-
tween your pension and job in any manner. See
Publication 919 for more information.

Changing Your Withholding

During the year changes may occur to your
marital status, exemptions, adjustments, deduc-
tions, or credits you expect to claim on your tax
return. When this happens, you may need to
give your employer a new Form W-4 to change
your withholding status or number of al-
lowances.

If the changes reduce the number of al-
lowances you are allowed to claim or changes
your marital status from married to single, you
must give your employer a new Form W-4 within
10 days. See Marital Status (Line 3 of Form
W-4) on this page and Withholding Allowances

Generally, you can submit a new Form W-4
whenever you wish to change your withholding
allowances for any other reason. See Table 1-1
for examples of personal and financial changes
you should consider.

Table 1-1. Personal and Financial
Changes
Factor Examples
Lifestyle Marriage
change Divorce

Birth or adoption of child
Loss of an exemption
Purchase of a new home
Retirement

Filing chapter 11 bankruptcy

Wage income | You or your spouse start or
stop working, or start or stop a

second job

Change in the | Interest income

amount of Dividends

taxable Capital gains

income not Self-employment income
subject to IRA (including certain Roth
withholding IRA) distributions
Change in the | IRA deduction

amount of Student loan interest
adjustments deduction

to income Alimony expense

Change in the | Medical expenses

amount of Taxes

itemized Interest expense
deductions or | Gifts to charity
tax credits Job expenses

Dependent care expenses
Education credit

Child tax credit

Earned income credit

If you change the number of your withholding
allowances, you can request that your employer
withhold using the cumulative wage method,
explained on page 8.

Changing your withholding for 2011. |If
changes occur in 2010 that will decrease the
number of your withholding allowances for 2011,
you must give your employer a new Form W-4
by December 1, 2010. If such a change occurs
in December 2010, submit a new Form W-4
within 10 days. See Table 1-1 above for exam-
ples of items that may decrease the number of
your withholding allowances.

Death of spouse. |If your spouse died in
2010, you can file a joint return for 2010. Your
spouse’s death will not affect the number of your
withholding allowances until 2011. You will have
to change from married to single status for 2011,
unless you can file as a qualifying widow or
widower because you have a dependent child,
or you remarry. For more information, see Mar-
ried on this page under Marital Status (Line 3 of
Form W-4).

Checking Your Withholding

After you have given your employer a Form W-4,
you can check to see whether the amount of tax
withheld from your pay is too little or too much.
See Publication 919 on page 8, for more infor-

(Line 5 of Form W-4) on page 5.
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Tax Withholding for 2010

mation. If too much or too little tax is being

withheld, you should give your employer a new
Form W-4 to change your withholding.

Note. You cannot give your employer a pay-
ment to cover federal income tax withholding on
salaries and wages for past pay periods or a
payment for estimated tax.

Completing Form W-4
and Worksheets

When reading the following discussion, you may
find it helpful to refer to the filled-in Form W-4 on
pages 9 and 10.

Marital Status
(Line 3 of Form W-4)

There is a lower withholding rate for people who
qualify to check the “Married” box on line 3 of
Form W-4. Everyone else must have tax with-
held at the higher single rate.

Single. You must check the “Single” box if any
of the following applies.

® You are single. If you are divorced, or sep-
arated from your spouse under a court de-
cree of separate maintenance, you are
considered single.

® You are married, but neither you nor your
spouse is a citizen or resident of the
United States.

® You are married, either you or your
spouse is a nonresident alien, and you
have not chosen to have that person
treated as a resident alien for tax pur-
poses. For more information, see Nonresi-
dent Spouse Treated as a Resident in
chapter 1 of Publication 519.

Married. You qualify to check the “Married”
box if any of the following applies.

® You are married and neither you nor your
spouse is a nonresident alien. You are
considered married for the whole year
even if your spouse died during the year.

® You are married and either you or your
spouse is a nonresident alien who has
chosen to be treated as a resident alien
for tax purposes. For more information,
see Nonresident Spouse Treated as a
Resident in chapter 1 of Publication 519.

® You expect to be able to file your return as
a qualifying widow or widower. You usu-
ally can use this filing status if your spouse
died within the previous 2 years and you
provide more than half the cost of keeping
up a home for the entire year that was the
main home for you and your child whom
you can claim as a dependent. However,
you must file a new Form W-4 showing
your filing status as single by December 1
of the last year you are eligible to file as a
qualifying widow or widower. For more in-
formation on this filing status, see Qualify-
ing Widow(er) With Dependent Child
under Filing Status in Publication 501, Ex-
emptions, Standard Deduction, and Filing
Information.



Married, but withhold at higher single rate.
Some married people find that they do not have
enough tax withheld at the married rate. This
can happen, for example, when both spouses
work. To avoid this, you can check the “Married,
but withhold at higher Single rate” box (even if
you qualify for the married rate). Also, you may
find that more tax is withheld if you fill out the
Two-Earners/Multiple Jobs Worksheet, ex-
plained on page 7.

Withholding Allowances
(Line 5 of Form W-4)

The more allowances you claim on Form W-4,
the less income tax your employer will withhold.
You will have the most tax withheld if you claim
“0” allowances. The number of allowances you
can claim depends on the following factors.

® How many exemptions you can take on
your tax return.

e Whether you have income from more than
one job.

o What deductions, adjustments to income,
and credits you expect to have for the
year.

e Whether you will file as head of house-
hold.

If you are married, it also depends on whether
your spouse also works and claims any al-
lowances on his or her own Form W-4.

Form W-4 worksheets. Form W-4 has work-
sheets to help you figure how many withholding
allowances you can claim. The worksheets are
for your own records. Do not give them to your
employer.

Complete only one set of Form W-4 work-
sheets, no matter how many jobs you have. If
you are married and will file a joint return, com-
plete only one set of worksheets for you and
your spouse, even if you both earn wages and
each must give Form W-4 to your employers.
Complete separate sets of worksheets only if
you and your spouse will file separate returns.

If you are not exempt from withholding (see
Exemption From Withholding beginning on page
11), complete the Personal Allowances Work-
sheet on page 1 of the form. Also, use the
worksheets on page 2 of the form to adjust the
number of your withholding allowances for item-
ized deductions and adjustments to income, and
for two-earner or multiple-job situations. If you
want to adjust the number of your withholding
allowances for certain tax credits, use the De-
ductions and Adjustments Worksheet on page 2
of Form W-4, even if you do not have any deduc-
tions or adjustments.

Complete all worksheets that apply to your
situation. The worksheets will help you figure the
maximum number of withholding allowances
you are entitled to claim so that the amount of
income tax withheld from your wages will match,
as closely as possible, the amount of income tax
you will owe at the end of the year.

Multiple jobs. If you have income from
more than one job at the same time, complete
only one set of Form W-4 worksheets. Then split
your allowances between the Forms W-4 for
each job. You cannot claim the same al-
lowances with more than one employer at the
same time. You can claim all your allowances

with one employer and none with the other(s), or
divide them any other way.

Married individuals. |f both you and your
spouse are employed and expect to file a joint
return, figure your withholding allowances using
your combined income, adjustments, deduc-
tions, exemptions, and credits. Use only one set
of worksheets. You can divide your total al-
lowances any way, but you cannot claim an
allowance that your spouse also claims.

If you and your spouse expect to file sepa-
rate returns, figure your allowances using sepa-
rate worksheets based on your own individual
income, adjustments, deductions, exemptions,
and credits.

Alternative method of figuring withholding
allowances. You do not have to use the Form
W-4 worksheets if you use a more accurate
method of figuring the number of withholding
allowances.

The method you use must be based on with-
holding schedules, the tax rate schedules, and
the 2010 Estimated Tax Worksheet in chapter 2.
It must take into account only the items of in-
come, adjustments to income, deductions, and
tax credits that are taken into account on Form
W-4.

You can use the number of withholding al-
lowances determined under an alternative
method rather than the number determined us-
ing the Form W-4 worksheets. You still must
give your employer a Form W-4 claiming your
withholding allowances.

Employees who are not citizens or residents.
If you are neither a citizen nor a resident of the
United States, you usually can claim only one
withholding allowance. However, this rule does
not apply if you are a resident of Canada or
Mexico, or if you are a U.S. national. It also does
not apply if your spouse is a U.S. citizen or
resident and you have chosen to be treated as a
resident of the United States for tax purposes.
Special rules apply to residents of South Korea
and India. For more information, see Withhold-
ing From Compensation in chapter 8 of Publica-
tion 519.

Personal Allowances Worksheet

Use the Personal Allowances Worksheet on
page 1 of Form W-4 to figure your withholding
allowances based on all of the following that
apply.

e Exemptions.

e Only one job.

e Head of household filing status.

e Child and dependent care credit.

e Child tax credit.

Exemptions (worksheet lines A, C, and D).
You can claim one withholding allowance for
each exemption you expect to claim on your tax
return.

Self. You can claim an allowance for your
exemption on line A unless another person can
claim an exemption for you on his or her tax
return. If another person is entitled to claim an
exemption for you, you cannot claim an allow-
ance for your exemption even if the other person
will not claim your exemption.

Chapter 1

Spouse. You can claim an allowance for
your spouse’s exemption on line C unless your
spouse is claiming his or her own exemption or
another person can claim an exemption for your
spouse. Do not claim this allowance if you and
your spouse expect to file separate returns.

Dependents. You can claim one allowance
on line D for each exemption you will claim for a
dependent on your tax return.

Only one job (worksheet line B). You can
claim an additional withholding allowance if any
of the following apply for 2010.

® You are single and you have only one job
at a time.

® You are married, you have only one job at
a time, and your spouse does not work.

® Your wages from a second job or your
spouse’s wages (or the total of both) are
$1,500 or less.

If you qualify for this allowance, enter “1” on line
B of the worksheet.

Head of household filing status (worksheet
line E). Generally, you can file as head of
household if you are unmarried and pay more
than half the cost of keeping up a home that:

e Was the main home for all of 2010 of your
parent whom you can claim as a depen-
dent, or

® You lived in for more than half the year
with your qualifying child or any other per-
son you can claim as a dependent.

For more information, see Publication 501.

If you expect to file as head of household on
your 2010 tax return, enter “1” on line E of the
worksheet.

Child and dependent care credit (worksheet
line F). Enter “1” on line F if you expect to
claim a credit for at least $1,800 of qualifying
child or dependent care expenses on your 2010
return. Generally, qualifying expenses are those
you pay for the care of your dependent who is
your qualifying child under age 13 or for your
spouse or dependent who is not able to care for
himself or herself so that you can work or look
for work. For more information, see Publication
503, Child and Dependent Care Expenses.
Instead of using line F, you can choose to
take the credit into account on line 5 of the
Deductions and Adjustments Worksheet, as ex-
plained under Tax credits beginning on page 6.

Child tax credit (worksheet line G). |If your
total income will be less than $61,000 ($90,000 if
married), enter “2” on line G for each eligible
child. Subtract “1” from that amount if you have
three or more eligible children.

If your total income will be between $61,000
and $84,000 ($90,000 and $119,000 if married),
enter “1” on line G for each eligible child plus “1”
additional if you have six or more eligible chil-
dren.

An eligible child is any child:

e Who is your son, daughter, stepchild, fos-
ter child, brother, sister, stepbrother, step-
sister, or a descendant of any of them (for
example, your grandchild, niece, or
nephew),

e Who will be under age 17 at the end of
2010,
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e Who is younger than you (or your spouse
if filing jointly) or permanently and totally
disabled,

e Who will not provide over half of his or her
own support for 2010,

e Who will not file a joint return, unless the
return is filed only as a claim for refund,

e Who will live with you for more than half of
2010,

e Who is a U.S. citizen, U.S. national, or
U.S. resident alien, and

o Who will be claimed as a dependent on
your return.

If you are a U.S. citizen or U.S. national and your
adopted child lived with you all year as a mem-
ber of your household, that child meets the citi-
zenship test.

Also, if any other person can claim the child as
an eligible child, see Qualifying child of more
than one person in the 2009 instructions for
Form 1040 or 1040A, line 6¢.

For more information about the child tax
credit, see the instructions in your Form 1040 or
Form 1040A tax package.

Instead of using line G, you can choose to
take the credit into account on line 5 of the
Deductions and Adjustments Worksheet, as ex-
plained under Tax credits beginning on this
page.

Total personal allowances (worksheet line
H). Add lines A through G and enter the total
on line H. If you do not use either of the work-
sheets on the back of Form W-4, enter the num-
ber from line H on line 5 of Form W-4.

Deductions and
Adjustments Worksheet

Use the Deductions and Adjustments Work-
sheet on page 2 of Form W-4 in the following
situations.

® You plan to itemize your deductions, claim
certain credits, or claim adjustments to the
income on your 2010 tax return and you
want to reduce your withholding.

® You are increasing your standard deduc-
tion by certain items allowed for 2010 (see
Adjustments to income on this page).

® You have changes to any of the above
items and need to see if you should
change your withholding.

Use the amount of each item you reasonably
can expect to show on your return. However, do
not use more than:

® The amount shown for that item on your
2009 return (or your 2008 return if you
have not yet filed your 2009 return), plus

e Any additional amount related to a trans-
action or occurrence (such as payments
already made, the signing of an agree-
ment, or the sale of property) that you can
prove has happened or will happen during
2009 or 2010.

Do not include any amount shown on your last
tax return that has been disallowed by the IRS.
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Example. On June 30, 2009, you bought
your first home. On your 2009 tax return, you
claimed itemized deductions of $6,600, the total
mortgage interest and real estate tax you paid
during the 6 months you owned your home.
Based on your mortgage payment schedule and
your real estate tax assessment, you reasonably
can expect to claim deductions of $13,200 for
those items on your 2010 return. You can use
$13,200 to figure the number of your withholding
allowances for itemized deductions.

Not itemizing deductions. If you expect to
claim the standard deduction on your tax return,
skip lines 1 and 2, and enter “0” on line 3 of the
worksheet.

Itemized deductions (worksheet line 1).
Enter your estimated total itemized deductions
on line 1 of the worksheet.

Listed below are some of the deductions you
can take into account when figuring additional
withholding allowances for 2010. You normally
claim these deductions on Schedule A of Form
1040.

1. Medical and dental expenses that are
more than 7.5% of your 2010 AGI (defined
under AGI on this page).

2. State and local income or property taxes.
3. Deductible home mortgage interest.

4. Investment interest up to net investment
income.

5. Charitable contributions.

6. Casualty and theft losses that are more
than $100 and 10% of your AGI.

7. Fully deductible miscellaneous itemized
deductions, including:

a. Impairment-related work expenses of
persons with disabilities,

b. Federal estate tax on income in respect
of a decedent,

c. Repayment of more than $3,000 of in-
come held under a claim of right that
you included in income in an earlier
year because at the time you thought
you had an unrestricted right to it,

d. Unrecovered investments in an annuity
contract under which payments have
ceased because of the annuitant’s
death,

e. Gambling losses up to the amount of
gambling winnings reported on your re-
turn, and

f. Casualty and theft losses from
income-producing property.

8. Other miscellaneous itemized deductions
that are more than 2% of your AGl, includ-

ing:

a. Unreimbursed employee business ex-
penses, such as education expenses,
work clothes and uniforms, union dues

and fees, and the cost of work-related
small tools and supplies,

b. Safe depos